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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors
HP Securities, Inc.

Opinion on the Financial Statements

We have audited the accompanying statement of financial condition of HP Securities, Inc. (the
“Company™) as of December 31, 2019 and the related notes (collectively referred to as the “financial
statements™). In our opinion, the statement of financial condition presents fairly, in all material respects,
the financial condition of the Company as of December 31, 2019, in conformity with accounting principles
generally accepted in the United States of America.

~ Basis for Opinion

These financial statements are the responsibility of the Company’s management. Qur responsibility is to
express an opinion on the Company’s financial statements based on our audit. We are a public accounting
firm registered with the Public Company Accounting Oversight Board { United States) (PCAOB) and are
required to be independent with respect to the Company in accordance with the U.S. federal securities
laws and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are free
of material misstatement, whether due to error or fraud. Our audit included performing procedures to
assess the risks of material misstatement of the financial statements, whether due to error or fraud, and
performing procedures that respond to those risks. Such procedures included examining, on a test basis,
evidence regarding the amounts and disclosures in the financial statements. Our audit also included
evaluating the accounting principles used and significant estimates made by management, as well as
evaluating the overall prescmatxon of the financial statements. We believe that our audit provides a
reasonable basis for our opinion.
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We have served as HP Securities™ auditor since 2017,
Denver, Colorado
January 15, 2020



-

HP SECURITIES, INC.

STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2019

ASSETS

Cash $ 10,330

10,330
LIABILITIES AND SHAREHOLDER'S EQUITY
LIABILITIES:
Commissions payable ' ' 3 .
Accounts payable and accrued expenses o 3,289
Total liabilities ' | 3289
CONTINGENCIES (Note 4)
SHAREHOLDERS' EQUITY (Note 2):
Common stock, no par value; 1,000 shares authorized; ,
200 shares issued and outstanding N _ 7,500
‘Additional paid-in capital . 39,713
Defictt as of December 31, 2019 : L {40,172)
Total shareholder’s equity ‘ 7.041

$ 10330



HP SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS

NOTE -  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Oreanization and Business

The Company was incorporated in the state of Oregon in December 1992 and is registered as a broker-
dealer in securities with the Securities and Exchange Commission. The Company is engaged primarily
the sale of securitics

Agreement with Clearing Broker

On February 28, 2018, the Company terminated its clearing agreement with its clearing broker. Before
the clearing agreement was terminated, the Company, under Rule 15¢3-3(k)(2)(ii), was exempt from the
reserve and possession or control requirements of Rule 15¢3-3 of the Securities and Exchange
Commission.

Subsequent to the termination of the clearing agreement, the Company does not carry or clear customer
accounts, and has limited its activities solely to in effecting securities transactions via subscriptions in
best efforts underwriting or via private placement and referring securities transactions to other broker-
dealers. The Company no longer relies on the exemptions 1o Rule 15¢3-3 of the Securities and
Exchange Commission under guidance from the SEC included in Footnote 74 to the Adopting Release
for the Rule 17a-5 amendments. We will file an exemption report under the guidance included in
Footnote 74 and the Frequently Asked Questions Concerning the July 30, 2013 Amendments to the
Broker-Dealer Financial Reporting Rule (Question 8).

Statement of Cash Flows

For purposes of cash flows, the Company considers money market funds with a maturity of three
months or less to be cash equivalents.

Income Taxes

The financial statements do not include a provision for income taxes because the Company has elected
to be taxed as an S Corporation and, accordingly, the Company is not a taxable entity and its owners are
taxed on their respective share of the Company’s earnings.

The Company is required to determine whether a tax position is more likely than not to be sustained
upon examination by the applicable taxing authority, including resolution of any tax related appeals or
litigation processes, based on the technical merits of the position. The Company files an income tax
return in the U.S. federal jurisdiction, and may file income tax returns in various U.S. states. The
Company is not subject to income tax return examinations by major taxing authorities for years before
2016. The tax benefit recognized is measured as the largest amount of benefit that has a greater than
fifty percent likelihood of being realized upon ultimate settlement, De-recognition of a tax benefit
previously recognized results in the Company recording a tax liability that reduces net assets. However,
the Company’s conclusions regarding this policy may be subject to review and adjustment at a later date
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HP SECURITIES, INC.
NOTES TO FINCIAL STATEMENTS
based on factors including, but not limited to, on-going analyses of and changes to tax laws, regulations
and interpretations thereof. The Company recognizes interest accrued related to umecogmzed tax
benefits and penalties related to unrecognized tax benefits in income taxes payable, if assessed. No
interest expense or penalties have been recognized as of and for the vear ended December 31, 2019.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in
the United States of America requires management to make estimates and assumptions that affect the
reported amounts of assets and labilities and disclosure of contingent assets and liabilities at the date of
the financial statements and the reported amounts of revenues and expenses during the reporting period.
Actual resulis could differ from those estimates.

NOTE 2 - NET CAPITAL REQUIREMENTS

Pursuant to the net capital provisions of Rule 15¢3-1 of the Securities Exchange Act of 1934, the
Company is required to maintain a minimum net capital, as defined under such provisions. At
December 31, 2019, the Company had net capital and net capital requirements of $7,041 and $5,000,
respectively. The Company's net capital ratio {aggregate indebtedness to net capital) was 0.47 to 1.
According to Rule 15¢3-1, the Company's net capital ratio shall not exceed 15to0 1.

NOTE 3 - FINANCIAL INSTRUMENTS, OFF-BALANCE SHEET RISKS AND
CONTINGENCIES

In the normal course of business, the Company conducted client activities (“clients™) through its clearing
broker involving the execution, settlement, and financing of various client securities transactions, These
activities may expose the Company to off-balance sheet risk. In the event the client failed to satisty its
obligations, the Company may have been required to purchase or sell financial instruments at prevailing
market prices in order to fulfill the client’s obligations.

On February 28, 2018, the Company terminated its clearing agreement with its clearing broker and
thereafter the Company will not be subject to the off-balance sheet risks detailed in the preceding
paragraph,

The Company’s financial instruments, including cash, receivables, payables and other habxhnes are
carried at amounts which approximate fair value.

NOTE 4-  SUBSEQUENT EVENTS

The Company has performed an evaluation of xubscque:m events through the date the financial
statements were issued. The evaluation did not resuit in any subsequent events that required disclosures
and/or adjustments.




